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RHS, RBS, RUS, FSA, USDA § 1965.88

Public Law 103–354 465–7, ‘‘Report on
Real Estate Problem Case,’’ or exhibit
A to subpart A of part 1955 of this chap-
ter as appropriate.

[49 FR 49587, Dec. 21, 1984, as amended at 50
FR 8605, Mar. 4, 1985; 51 FR 11564, Apr. 4, 1986]

§ 1965.86 [Reserved]

§ 1965.87 Miscellaneous security.
(a) Membership liability agreements. As

a loan approval requirement, some bor-
rowers may have special agreements
with members of the organization for
the purchase of shares of stock or for
the payment of a pro rata share of the
loan in the event of default, or they
may have instruments which are com-
monly referred to as individual liabil-
ity agreements which are usually as-
signed to and held by the FmHA or its
successor agency under Public Law 103–
354 as additional security for the loan.
In other cases the borrower’s note may
be endorsed by individuals. These secu-
rity and liability instruments will be
serviced in a manner indicated by the
agreements to adequately protect the
interest of the FmHA or its successor
agency under Public Law 103–354. The
State Director will develop servicing
actions with the assistance of OGC.

(b) Other security. Other security such
as collateral assignments, assignments
of rents, Housing Assistance Payments
Contracts, and notices of lienholder in-
terest will be serviced according to ac-
ceptable practices in the respective
states. The State Director should de-
velop any special servicing actions
with the assistance of OGC to protect
the interest of FmHA or its successor
agency under Public Law 103–354. Evi-
dence of the security will be filed in
the loan docket in the District Office.
A notation will be made on the Man-
agement System Card showing that the
security has been retained. When other
security is taken, a plan for servicing
it should be developed by the approval
official and included as an approval
condition at the outset.

§ 1965.88 Obtaining additional security
for inadequately secured loans.

(a) General policies. As a general pol-
icy, additional security for multiple
housing loans should not be needed or
taken to protect the interest of FmHA

or its successor agency under Public
Law 103–354. However, the State Direc-
tor may authorize taking additional se-
curity in the form of real estate or
other security as described in
§ 1965.87(b) of this subpart when the ad-
ditional security is needed to enhance
the chances that the FmHA or its suc-
cessor agency under Public Law 103–354
will not suffer a loss and any of the fol-
lowing conditions exist:

(1) The account is behind schedule.
(2) The property has not been prop-

erly managed or maintained.
(3) There is serious doubt that the

borrower can carry out the objectives
of the loan.

(b) Conditions of approval. In cases
where the District Director determines
that the conditions as stated in para-
graph (a) of this section exist, the bor-
rower’s case file will be forwarded to
the State Director with a memoran-
dum providing the following informa-
tion:

(1) The facts which justify the taking
of additional security.

(2) A conservative estimate of the
market value of any real estate to be
mortgaged; however, it will not be nec-
essary to make a formal appraisal of
the property to be mortgaged unless
determined necessary by the State Di-
rector.

(3) A brief description of any existing
liens on the additional security includ-
ing the repayment terms and the un-
paid balance.

(4) The name of the title holder and
how title to the property is held. Title
evidence need not be required.

(5) A plan for servicing the additional
security to be taken.

(6) A description of the other servic-
ing alternatives available to assure
that the objectives of the loan will be
met and to protect the Government
from loss.

(c) Processing. The guidance and as-
sistance of OGC will be obtained when-
ever additional security is taken. The
highest quality security available will
be taken whenever additional security
is considered.

[49 FR 49590, Dec. 21, 1984. Redesignated at 55
FR 29564, July 20, 1990]
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